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ZALE CORPORATION 
AND SUBSIDIARIES HIGHLIGHTS 


FISCAL YEAR ENDED MARCH 31 


1968 


1967 

Percent 
of Increase 

Net sales. 

.$234,168,806 

$209,591,112 

11.7% 

Net income: 






Before gain on sale of property. 

.$ 

14,184,358 

$ 

11,682,100 

21.4% 

Gain on sale of property. 

. $ 

608,018 


— 


Total net income. 

.$ 

14,792,376 

$ 

11,682,100 

26.6 % 

Net income per share common stock: 






Before gain on sale of property. 

.$ 

2.30 

$ 

1.94 

18.6 % 

Gain on sale of property. 

.$ 

.10 


— 


Total net income per share. 

.$ 

2.40 

$ 

1.94 

23.7 % 

Cash dividends on common stock. 

.$ 

2,778,128 

$ 

2,386,015 

16.4 % 

Per Share. 

.$ 

.80 

$ 

.68 

17.6% 

Stockholders’ equity. 

.$ 

85,900,296 

$ 

71,781,573 

19.7 % 

Per share of common stock. 

.$ 

13.07 

$ 

11.09 

17.9% 

Net working capital . 

Common shares outstanding: 

. $ 

80,651,143 

$ 

70,349,948 

14.6 % 

Average during year. 


6,085,971 


5,918,134 

2.8% 

Year end balance. 


6,204,615 


6,026,060 

3.0% 

Number of common stockholders. 


6,582 


6,248 

5.3% 

Number of stores. 


762 


674 

13.1 % 

Number of employees. 


9,536 


8,674 

9.9% 



















SUMMARY OF PROGRESS 


The fiscal year ended March 31, 1968, 
was a period of unequaled progress for 
Zale Corporation. Both sales and 
earnings rose to record high levels while 
at the same time important moves 
aimed toward growth were made 
through acquisition and the opening 
of new retail outlets. When measured 
by any significant criteria, it was the 
best year in the history of the 
Company. 

Sales made strong advances during 
the entire year. The pace was especially 
rapid during the Christmas season, 
which surpassed all previous years. It 
is particularly significant that gains 
made in sales were more than equalled 
by the percentage increase in net 
earnings — verification that the rise in 
sales volume was sound. Net earnings 
as well as the dividend rate of Zale 
Corporation have more than doubled 
in the past five years. 

Planned Growth Gains Momentum 

Several steps were taken during the 
year to sustain this growth pattern. 
Highlighting these was the net addition 
of 88 retail units. Strategically located 
in promising new market areas, these 
outlets represent all retail divisions of 
the Company. 

The closing of several units during 
the year is also of significance. Far from 
being a negative factor, it demonstrates 
a basic policy of the Company — 
maintaining a high performance 
standard for each outlet. When it 
becomes evident that a particular 


store will not attain or no longer meets 
the Corporation’s standards for 
profitability, it is closed and the 
investment is re-directed toward areas 
with more profit potential. Through 
this continual system of operational 
evaluation, less profitable ventures are 
continuously analyzed. 

Acquisitions played an important 
role in our progress this past year. 

Eight new companies became part of 
the growing Zale organization — all of 
them dovetailing closely with other 
company retail operations both in 
respect to merchandise and market 
concentration. 

Although Zale is continually 
examining acquisition possibilities, 
action has been taken only with firms 
which can best utilize our skills. This 
does not rule out the acquisition of 
companies in fields unrelated to Zale’s 
current operations, but each possibility 
is subjected to careful analysis. 

Sustained growth in sales and 
earnings, and thus in dividends, 
depends greatly upon a company’s 
ability to determine the correct level 
of funds which should be utilized 
to increase productive capacity. The 
fact that we have recorded increases in 
sales and earnings for seven consecutive 
years while undergoing extensive 
expansion via new store openings and 
acquisitions verifies the Company’s 
success in maintaining the right level. 

Steps taken to expand retail 
operations during the past year were 


complemented by progressive moves in 
the supporting areas of manufacturing, 
supply and services. Diamond cutting 
facilities were expanded; the jewelry 
output of Zale Corporation’s own design 
and manufacture was accelerated; new 
buying sources were established 
abroad; plans were laid for enlarged, 
consolidated facilities in New York City 
and a new international headquarters 
building in Dallas. 

Zale People 

The entire structure of Zale Corpo¬ 
ration’s operations evolves around one 
central nucleus—our people—the key to 
our success, both in the past and in the 
future. We believe that Zale has 
assembled a skilled team in all areas of 
operation and herein lies a strong asset. 
Through extensive training, opportu¬ 
nities to assume responsibility, and the 
Company’s policy of internal promo¬ 
tion, incentives for further development 
are always present. 

The important role of our people is 
becoming increasingly evident with the 
growing level of sophistication of 
Company operations. Zale Corpora¬ 
tion’s evolution into an intricate, 
world-wide organization is a testimonial 
to the many skills represented through¬ 
out our organization. 

A special word of tribute is 
appropriate at this time for one person 
in particular—A1 Gartner. Mr. Gartner, 
who has played an important role in 
the Company’s progress, particularly 
in the area of management training, 


retired from the post of president of the 
Zale Store Division. He will continue 
to serve on the board of directors. 

Mr. Gartner joined the Corporation 
in 1939 as manager of a store in 
San Antonio, Texas, and over the years 
played a principal role in acquisition 
of new stores and supervision of their 
management. He employed and then 
trained many of the men who today 
hold executive positions in the Zale 
Store Division. 

Looking Ahead 

In looking to the future, there are 
very favorable indications of increased 
sales opportunities in all of the retail 
areas in which Zale Corporation 
operates. New minimum wage laws and 
the steady rise in family incomes should 
provide momentum for increased retail 
sales. We look for total U.S. sales of 
jewelry to be about $3.5 billion in 1968. 
A battle to hold down operating costs 
will also be seen throughout all areas of 
retailing—always a primary objective 
of Zale. 

Plans for further growth are being 
readied for implementation during 
1968. We are confident that investment 
made in store expansion, moderniza¬ 
tion and other areas of growth in the 
recent past will contribute much 
toward future profit. 



























As a result of both new store openings 
and acquisition^ during the past year, 
the total number of retail outlets 
operated by the Company rose from 
674 to 762. Equally important, another 
78 new units—not including acquisi¬ 
tions which will be finalized—are 
already planned for the new fiscal year. 

Expansion such as this has become 
characteristic of the Zale Corporation 
and can be likened to the new product 
research and development efforts of 
many manufacturers. Much the same 
as R & D, considerable expenditure is 
required before any profit is realized, 
yet it provides the basis for continued 
growth from year to year. The chart 
shown on the next page illustrates 
dramatically how new store investment 
has paid off in profits. 

Jewelry Operations 

Retail jewelry outlets continue to 
account for the great majority of Zale 
Corporation sales and profits and to 
contribute the largest share to company 
growth as well. The Company added 
74 jewelry outlets during the past year 
bringing the total number to 585. 

Of these new jewelry units, 43 were 
added by the Zale Store Division which 
operates its outlets under the familiar 
name of Zale’s Jewelers. Most significant 
of this division’s expansion moves was 
entry into the rapidly growing and 
highly promising Puerto Rico market. 
Two new Zale’s stores were opened in 
San Juan in early October. This was 
followed shortly by acquisition of 



RETAILING OPERATIONS 


Joyeria William, a chain of ten retail 
outlets in San Juan and its suburbs— 
eight of which were incorporated into 
the Zale Store Division. 

Zale’s outlets were added at two 
other locations outside the U.S. main¬ 
land. A second store was opened in 
Hawaii and the first unit was established 
in Alaska at Anchorage. 

Acquisition of the six stores of 
Roberts Jewelers gave the Zale Store 
Division penetration of the Maryland 
market for the first time. Still other 
acquisitions were L. Fred & Son, Waco, 
Texas, and Goldstein Brothers, Fort 
Worth, Texas. 

The Fine Jewelers Guild Division, 
which operates stores under their 
historical or founding names and 
handles a more exclusive line of jewelry 
aimed at the “carriage trade”, grew by 
a total of 12 stores in fiscal 1968. Three 
acquisitions extended the division’s 
operations to new markets—Lambert 
Brothers in New York City, Phil 
Broadnax in Nashville, Tennessee, and 
S. Jacobs Company in Minneapolis. 

Enjoying a fast rate of growth in new 
jewelry units during the year was the 
Leased Department Division, operator 
of outlets in discount centers and 
department stores. A total of 19 new 
leased jewely units were added to the 
roster in such well-known discount 
chains as K-Mart and Woolco. Two 
leased units, representing the 
Company’s first in Puerto Rico, were 
obtained through acquisition of 


the Joyeria William operation. 

Opening of another 28 to 35 leased 
departments is anticipated for the new 
fiscal year as this division continues to 
capitalize on the rapid rate of addition 
of discount centers in urban areas. 

Drug and Department Store Growth 

Of primary importance in depart¬ 
ment store growth, although still 
pending a favorable tax ruling, was the 
agreement reached to acquire Gray 
Mercantile Corporation. This firm 
operates 28 junior department stores 
in the Southeast under the name of 
Graber’s and will complement the 121 
Levine’s Department Stores centered 
in the Southwest. Also of significance 
was the recent acquisition of Marks- 
Rothenberg—a large, prestige depart¬ 
ment store in Meridian, Mississippi, 
catering to the middle and upper 
income consumer. As a result of these 
acquisitions, the Company’s deparment 
store activities will expand from seven 
to eleven states. 

Progress in the department store area 
came through addition of more Levine’s 
units in key markets—including two 
large leased departments in discount 
stores—and through modernization of 
stores and general upgrading of 
merchandise for higher profit levels. 

All of these efforts received additional 
impetus from the accelerated opening 
of credit facilities which have more 
than doubled this customer service 
for Levine’s. 

Increased profitability, spurred by an 




PROFIT GROWTH FOR NEW STORES 



This chart illustrates the growth in profitability of new stores opened by Zale Corporation. Shaded areas represent the profit made during 
the year in which a particular group of outlets began to operate. Percentage figures illustrate the rate which profitability increased in a 
given year over the first year. 






































RETAILING OPERATIONS 


excellent Christmas season, was enjoyed 
by the 52-unit Skillern’s Drug Store 
enterprise located in the state of Texas. 
Seven new units were added, several 
older units were modernized, and many 
steps were taken to increase overall 
efficiency and profitability of stores. 

An interesting sidelight in Skillern’s 
progress was the opening of the new 
King Arthur’s “Buffeteria” in a new 
store in Kilgore, Texas. This type of 
facility marks the beginning of a new 
concept in drug store food service. 

Another major step was taken in the 
non-jewelry retail operations of Zale 
Corporation with the opening of four 
leased retail toy departments—the first 
to be operated by the Company. The 
toy units are part of the Southland 
Distributor’s, Inc. operation. 
Management Training—Advertising 

Training of store personnel —long a 
vital part of Zale Corporation- 
received even greater emphasis in fiscal 


’68. A total of 170 men and women 
completed special training programs 
designed to prepare them for store 
managerial responsibilities. The Leased 
Department Division inaugurated its 
own training program tailored to the 
special requirements of discount center 
outlets, while other divisions intensified 
or streamlined their training endeavors. 

Advertising and promotion have 
proved to be highly important tools in 
spurring retail sales for Zale Corpora¬ 
tion—at the local level for many years 
and on a national scale more recently. 
Highlighting the past year’s effort was 
the award-winning “this is where you 
come when you’re through playing 
games” campaign for Zale’s jewelers. 
Adding a new twist to the romance 
approach, this theme provided the basis 
of a highly effective campaign incorpo¬ 
rating a heavy schedule of national 
magazine, regional television and 
newspaper advertising. Response has 


been excellent and the campaign is 
slated to continue in the new fiscal year 
at a stepped up pace. 

For the higher priced jewelry line of 
the Fine Jewelers Guild Division stores, 
a series of distinctive four-color ads 
appeared in such publications as 
TIME, HARPER’S BAZAAR, and 
VOGUE. 

A new Zale’s Jewelers diamond 
exhibit was completed and placed on a 
heavy tour schedule. The exhibit, 
accompanied by the Zale’s highly 
publicized Queen of Diamonds, was 
displayed in Zale’s stores, banks, libraries 
and at many other sites throughout 
the nation. 

Skillern’s Drug Stores employed a 
highly successful promotion during the 
holidays known as “Christmas Shopping 
in A Nutshell”. Its principal aim was to 
up-grade sales through motivation to 
buy prestige items in the cosmetics, 
toiletries and other lines of merchandise. 
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DOMESTIC DISTRIBUTION AND SERVICES 


Behind-the-scene services and activities, 
though unseen by shoppers, are as vital 
to the success of Zale Corporation’s vast 
retail operation as the 762 outlets them¬ 
selves. Many steps were taken in the past 
year to cut costs, increase efficiency and 
generally improve the back-up so vital 
to the individual stores. 

New York City Operations 

One of the most rapidly growing and 
changing of these support centers is the 
New York City complex of jewlery 
manufacturing, diamond sorting, dis¬ 
tribution and warehousing. To keep 
pace, plans were finalized during the 
year for consolidation of the five 
locations now held in Manhattan into 
a single 175,000 sq. ft. facility at 33rd 
Street between Ninth and Tenth 
avenues. The new quarters, scheduled 
for completion early in 1969, will 
initially provide three times as much 
space as presently utilized and will 
have additional floor space for future 
expansion. 

Watch operations utilizing compo¬ 
nents purchased both domestically and 
abroad were moved from Dallas to 
New York. This includes casing of 
movements, banding and packaging. 
Also relocated to New York were ware¬ 
housing and distribution of watches, 
jewelry and related merchandise such as 
cigarette lighters, pen and pencil sets, 
and the like. 

Jewelry manufacturing output was 
doubled with the addition of several 
new sophisticated pieces of equipment. 


This was necessitated by heavy demand 
for many of the specialty items of the 
Company’s own design and manu¬ 
facture. A new Ring of Life—set with 
birthstones for grandmother, mother 
and daughter—was introduced during 
the year and has met with great 
acceptance. Other new manufactured 
jewelry items include the Wed-Lok® 
wedding ring line, and a number of 
ring and bracelet designs with the 
“antique” look. The creation of these 
and other new jewelry products is in line 
with company goals to set rather than 
follow the trend in new styles. 

Dallas Support Services 

Though New York is the distribution 
hub for jewelry, extensive central supply 
facilities are operated in Dallas for all 
divisions, with emphasis on the 
Skillern’s drug stores and Levine’s 
department stores operations. Ware¬ 
houses are also leased in many parts 
of the nation to provide more efficient 
service to outlets distant from Dallas. 

Progress was made in the utilization 
of this supply network and in stream¬ 
lining it. A freight cost saving system 
was inaugurated for shipment of 
purchases made by individual stores in 
the Southwest from New York City and 
other distant sources. 

The extensive computer operation 
at Corporation headquaters in Dallas 
was expanded and put to still another 
use. When an order is received from a 
store, computers now print the price 
tickets for merchandise—eliminating 


the need for preparing them at the 
stores. Skillern’s and Zale’s stores are 
already employing this method and 
plans are underway for its extension to 
all divisions. Soon to be added to the 
computer equipment is a handwriting 
optical reader which records data 
directly from sales tickets. 

Many improvements were also made 
in capabilities and operations of other 
company-contained services based in 
Dallas. These include such areas as 
central buying, store display, construc¬ 
tion, printing of promotional materials, 
billing and other supporting 
activities. 

Now in the planning stages is a new, 
much enlarged Zale international head¬ 
quarters building in Dallas. Property 
was purchased during the year for this 
structure and architects are now draw¬ 
ing plans. It is anticipated that this 
facility will be ready for occupancy in 
late 1970. 

A facilities expansion program was 
initiated for Harry Sugerman, Inc., the 
Company’s wholesale and manufactur¬ 
ing operation selling insignia, accesso¬ 
ries and supplies to the military post 
exchange market. Stamping operations 
were begun in a new plant in Waltham, 
Massachusetts, and plans commenced 
for doubling warehousing space in 
San Antonio. Additionally, the 
Sugerman operation commenced the 
marketing of Zale diamonds and other 
jewelry to post exchanges, thus 
broadening its scope of activities. 





















A factor which differentiates Zale 
Corporation from other retail jewelers 
and is also highly important to its 
non-jewelry operations is the 
Company’s extensive overseas buying 
and manufacturing network. Since 
these activities make such a great 
contribution to the domestic retail 
operations, several significant moves 
were made during fiscal 1968 to further 
strengthen and expand them. 

One of the most significant moves in 
the over-seas expansion program was 
establishment of a new plant in Israel 
to increase production of smaller size 
diamonds. For many years Zale has 
obtained large quantities of diamonds 
from Israel—estimated for 1967 at 
about 10 per cent of that nation’s total 
diamond exports to the U.S. Where the 
cutting and polishing of these gems was 
previously done completely under 
contract with individual diamond 
cutters, much of this can now be 
accomplished under the company’s 
direct control in its own facility. 

Located in Tel Aviv, the new plant 
has an initial capacity to process 3000 
» carats per month and this can be 

expanded to increase by a considerable 
amount. It is anticipated that 
} eventually Zale will have more than 

200 diamond cutters at this facility, 
supplying its requirements for certain 
diamond sizes. 

Puerto Rico Expansion 

Major expansion of the company’s 
diamond cutting and jewelry manu- 



INTERNATIONAL NETWORK 


facturing capabilities in Puerto Rico 
was accomplished during the year with 
completion of a new, modern plant in 
San Juan. Containing the latest 
production equipment, this unit 
replaces the facility established in 
Puerto Rico less than two years ago and 
provides five times as much space. 
Opened in December, the new manu¬ 
facturing complex supplies Zale’s 
domestic operations with not only 
polished diamonds, but also a wide 
array of finished jewelry items incorpo¬ 
rating gold and a variety of precious 
stones. 

A unique aspect of the Puerto Rico 
facility is the fact that it is situated in 
the heart of a shopping district and 
features diamond cutting in a window 
facing the street. It is one of the few 
places in the world where shoppers can 
observe diamond cutting from a 
sidewalk vantage point. A Zale’s 
Jewelers retail outlet is also situated in 
this building, adjacent to the 
“demonstration” window. 

New Supply Sources 

New world-wide buying sources were 
added to an already vast complex. For 
the Levine’s department store opera¬ 
tion, buying activities were expanded to 
such markets as Japan, Formosa, 

Korea, Spain and Italy. Plans are 
underway for setting up similar supply 
lines abroad for the Skillern’s Drug 
Store operation in the year ahead. 
Supply lines for toys—previously not 
purchased direct from abroad—were 


established for Zale’s Southland 
Distributors unit in Japan, Hong Kong 
and Taiwan. 

Growth was evident in other overseas 
activities. The Antwerp, Belgium, 
diamond buying and sorting office 
continued to expand its scope of 
operation. For the first time 
arrangements were made with contrac¬ 
tors in Antwerp, Belgium, to cut some 
of the small, fancy shaped diamonds 
required to meet the Company’s needs. 
This practice worked out well and will 
continue to increase. 

Zale operates buying offices in Tokyo 
for pearls and non-jewelry items such 
as chinaware, binoculars, soft goods, 
etc.; London is an important diamond 
buying office for the Corporation; 
Bombay is a major source for small cut 
diamonds; Bevaix, Switzerland, where 
purchase and shipment of components 
are consolidated, serves as headquarters 
for the Company’s entire international 
watch operations. Staff expansions and 
improved operational procedures were 
incorporated during the year at each of 
these locations. 

In addition to manufacturing and 
buying operations, Zale Corporation 
is also involved in wholesale selling of 
diamonds on the international scene. 
Because the Company purchases vast 
quantities of diamonds, some stones do 
not meet Zale’s standards or are in 
excess of requirements for certain sizes. 
These are sold in the international 
wholesale market. 





ZALE CORPORATION AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 



CURRENT ASSETS: 

Cash and U. S. Government securities. 

Receivables: 

Customers’ installment accounts (substantially all due within one year) 
Other. 


Less allowances for losses on collection and for unearned carrying charges 


Merchandise inventories, on the basis of cost (first-in, first-out) or market, whichever is lower 
Prepaid expenses. 


TOTAL CURRENT ASSETS 


INVESTMENTS, principally at cost (Note 1) 


$ 3,430,527 

$ 34,767,894 
2,843,266 

$ 37,611,160 


3,277,633 

$ 34,333,527 


91,917,994 

395,218 

$130,077,266 


$ 3,359,286 


$ 4,007,159 

$ 29,874,770 
2,032,405 
$ 31,907,175 


3,030,057 
$ 28,877,118 


76,571,048 

302,589 

$109,757,914 


$ 3,179,188 


PROPERTY AND EQUIPMENT—AT COST: 

Land.$ 412,375 $ 307,420 

Buildings and leasehold improvements. 9,374,805 9,826,962 

Fixtures and equipment. 11,892,789 9,824,377 

Construction in progress. 1,303,998 471,943 



$ 22,983,967 

$ 20,430,702 

Less accumulated amortization and depreciation. 

. 8,794,100 

8,528,265 


$ 14,189,867 

$ 11,902,437 


$147,626,419 

$124,839,539 


See notes to financial statements. 



































LIABILITIES AND STOCKHOLDERS’ INVESTMENT 


March 31 

1968 1967 


CURRENT LIABILITIES: 


Notes payable—Commercial paper. 


.$ 12,000,000 

$ 

8,000,000 

Accounts payable and accrued expenses. 


. 18,930,782 


15,852,242 

Taxes, other than federal income. 


. 2,090,156 


1,729,437 

Dividend payable. 


. 755,712 


628,529 

Federal income taxes (Note 2): 

Current. 


. 7,544,517 


6,152,761 

Deferred. 


. 6,754,956 


5,694,997 

Current portion of long-term debt. 


. 1,350,000 


1,350,000 

TOTAL CURRENT LIABILITIES . . . 


.$ 49,426,123 

$ 

39,407,966 

LONG-TERM DEBT (Note 3)-5'/4% 

Promissory Notes Due January 31, 1978 . 


.$ 12,300,000 

s 

13,650,000 


STOCKHOLDERS’ INVESTMENT: 

Capital stock (Note 4): 

Preferred, par value $25.00 a share: 

Authorized, 200,000 shares 

Issued and outstanding, 193,416 shares for 1968 and 198,500 for 1967 .$ 4,835,400 $ 4,962,500 

Common stock, par value $1.00 a share (Note 5): 

Authorized, 9,000,000 shares 

Issued and outstanding, 3,536,942 shares for 1968 and 3,406,366 shares for 1967 . 3,536,942 3,406,366 

Class B common stock, par value $1.00 a share: 

Authorized, 4,000,000 shares 

Issued and outstanding, 2,667,673 shares for 1968 and 2,619,694 shares for 1967 . 2,667,673 2,619,694 

Additional paid-in capital . 14,252,905 10,093,394 

Retained earnings (Note 3) 60,607,376 50,727,327 

$ 85,900,296 $ 71,809,281 

Less 1,100 shares of common stock in treasury, at cost ..21_ _ 27,708 

$ 85,900,296 $ 71,781,573 


$147,626,419 $124,839,539 


COMMITMENTS (Note 8) 



























ZALE CORPORATION AND SUBSIDIARIES 


CONSOLIDATED EARNINGS Year ended March 31 

1968 1967 

REVENUES: 

Net sales.$234,168,806 $209,591,112 

Other revenues. 1,474,019 1,009,316 

$235,642,825 $210,600,428 

COSTS AND EXPENSES: 

Cost of goods sold (including buying and occupancy expenses).$156,109,675 $145,543,065 

Administrative, publicity and selling expenses 

(less service charges on customers’ installment accounts). 51,465,837 41,679,439 

Interest expense. 1,729,567 1,484,040 

Contribution to employees’ profit-sharing plan. 2,617,388 2,081,784 

$211,922,467 $190,788,328 

EARNINGS BEFORE FEDERAL INCOME TAXES.$ 23,720,358 $ 19,812,100 

FEDERAL INCOME TAXES (Note 2). 9,536,000 8,130,000 

EARNINGS BEFORE EXTRAORDINARY ITEM.$ 14,184,358 $ 11,682,100 

GAIN ON SALE OF PROPERTY, net of federal income taxes ($202,500). 608,018 

NET EARNINGS. $ 14,792,376 $ 11,682,100' 

EARNINGS PER SHARE-Common (Note 7): 

Before extraordinary item.$ 2.30 $ 1.94 

Extraordinary item.. *10 

$ 2.40 $ 1.94 

CONSOLIDATED ADDITIONAL PAID-IN CAPITAL 

Balance at beginning of year.$ 10,093,394 $ 6,925,756 

Excess of amounts received over par value on common stock sold— 

90,910 shares for 1968 and 51,995 shares for 1967 . 1,463,336 943,588 

Transferred from retained earnings relative to stock dividend on Class B common stock. 1,885,041 1,500,525 

Excess of market value over par value of common stock issued in the acquisition of a subsidiary- 

34,650 shares in 1968 and 36,600 in 1967 . 688,669 722,850 

Conversion of preferred stock into common stock. 122,465 675 

Balance at end of year. $ 14,252,905 $ 10,093,394 


CONSOLIDATED RETAINED EARNINGS 

Balance at beginning of year.$ 50,727,327 $ 43,110,160 

Net earnings for the year. 14,792,376 11,682,100 

$ 65,519,703 $ 54,792,260 

Dividends: 

Cash dividends declared: 

Preferred stock-$1.00 a share in 1968 and $.50 in 1967 .$ 195,989 $ 99,257 

Common stock—$.80 a share in 1968 and $.68 in 1967 . 2,778,128 2,113,042 

Levine’s, prior to merger.. 2 _ _ 272,973 

$ 2,974,117 $ 2,485,272 

Stock dividend on Class B common stock— 48,384 shares of Class B common stock for 1968 
and 76,950 shares for 1967: 

Transferred to capital stock and additional paid-in capital, 

plus cash payments for fractional shares. 1,938,210 1,579,661 

$ 4,912,327 $ 4,064,933 

Balance at end of year (Note 3). $ 60,607,376 $ 50,727,327 

See notes to financial statements. 






























































ZALE CORPORATION AND SUBSIDIARIES 
NOTES TO FINANCIAL STATEMENTS 


YEAR ENDED MARCH 31, 1968 


NOTE 1-PRINCIPLES OF CONSOLIDATION: 

The consolidated financial statements include the accounts of the Corpo¬ 
ration and all wholly-owned subsidiaries, except that with respect to Zale 
Life Insurance Company, the net assets are included under investments in 
the balance sheet and the net earnings are included in other revenues in 
the statement of earnings. 

Operations of subsidiaries purchased have been included in the consoli¬ 
dated statements of earnings from the respective dates of acquisition. 

NOTE 2—FEDERAL TAXES ON INCOME: 

Gross margin on installment sales is taken into income at the time sales 
are made, that is, on the accrual basis. Provision is made in the accounts for 
federal income taxes on such gross margin, including that portion deferred 
for federal income tax purposes until collections are made. 

The provision for federal income taxes has been reduced for the 
investment credit allowable. 

NOTE 3-LONG-TERM DEBT: 

The 514% Promissory' Notes Due January 31, 1978, are payable $675,000 
(plus interest) semi-annually. Among the requirements of the loan agreement 
are restrictions relative to the payment of cash dividends, limitations on debt, 
guarantees on loans and, the maintenance of consolidated net assets at not 
less than $40,000,000. At March 31, 1968, $20,430,719 of retained earnings 
were free from the restrictions of the agreement. 

NOTE 4-CAPITAL STOCK: 

Preferred, cumulative convertible—The preferred stock is entitled to 
annual dividends of $1.00 a share and, in liquidation, to receive $25.00 a 
share (plus unpaid dividends) prior to distributions to other classes of stock. 
Each share is convertible into .9091 shares (subject to adjustment under cer¬ 
tain conditions) of common stock at the option of the holder. The stock may 
be called for redemption by the Company after January 15, 1972, at $25.00 
a share plus unpaid dividends. 

Class B common stock—Shares are convertible into common stock on a 
share-for-share basis and conversion of all such shares may be compelled by 
the Board of Directors at any time. 

Holders of common stock and Class B common stock are entitled to 
dividends as declared by the Board of Directors. Dividends may be declared 
on the common stock with less or without dividends being or having been 
declared in that calendar year on the Class B common stock, but not vice 
versa. The value of any dividend or dividends deejared in any calendar year 
on Class B common stock (whether in cash or Class B common stock or 
both) shall never exceed, but may be less than, the value of the dividend or 
dividends declared on each share of common stock in that same calendar 
year. The value of any stock dividend shall be the fair value of the dividend 
shares as determined by the Board of Directors; and for the purpose of such 
determination, the value of Class B common stock shall be deemed equal 
to the value of the common stock. 

Changes in capital stock during the year ended March 31, 1968, were 
as follows: 

Number of shares 


Issued on acquisition of subsidiary . 
Stock dividend on Class B common . 
Employee stock options and 

purchase agreements exercised . . 
Conversion of Preferred and 




Class B 

Preferred 

Common 

Common 

198,500 

3,406,366 

2,619,694 


34,650 

48,384 


90,910 


. ( 5,084) 

5,016 

( 405) 

193,416 

3,536,942 

2,667,673 


NOTE 5-STOCK OPTION AND PURCHASE PLANS: 

On June 30, 1967, the stockholders authorized an additional 350,000 
shares of the Company’s common stock for issuance under the employee 
stock option plan and an additional 400,000 shares for the employee stock 
purchase plan. 

Changes during the year applicable to the Company’s stock option 
plans were as follows: 

Number of common shares 


Additional authorized. 350,000 

Granted. 

Forfeited. 


Reserved 

Granted 

Available 

260,550 

186,625 

73,925 

350,000 


350,000 


135,985 

(135,985) 


( 10,400) 

10,400 

( 54,660) 

( 54,660) 


555,890 

257,550 

298,340 


Options exercisable at 
March 31, 1968 . . 


32,340 


Options outstanding as of March 31, 1968, were granted at prices rang¬ 
ing from $7.65 to $38.50 representing 85% to 100% of market value at dates 
of grant. Options may be exercised at any time after 3 years from date of 
grant, but not more than 5 years after such date. 

At March 31, 1968, 404,624 shares were reserved under stock purchase 
plans for sale to general employees. Purchase agreements covering 46,840 of 
these shares were outstanding at prices ranging from $29.25 to $33.47 a share 
representing 75% of market value at dates of agreement. During the year 
36,250 shares were purchased under the Plan at the aggregate price of 
$735,502. 

NOTE 6-DEPRECIATION AND AMORTIZATION: 

Charges to expense for depreciation and amortization were $2,708,581 
for the year ended March 31, 1968, and $2,238,307 for the preceding year. 

NOTE 7-EARNINGS PER SHARE: 

The computation of earnings per share has been based on the average 
number of shares of common and Class B common stock outstanding during 
the year after giving effect to dividend requirements on the Preferred stock. 

Assuming conversion of the Preferred stock, exercise of all outstanding 
employee stock options and purchase agreements and appropriate adjustment 
for preferred dividends and interest, earnings per share for the year ended 
March 31, 1968, would have been $2.20 per share before the extraordinary 
item and $2.29 per share after the extraordinary item. 

NOTE 8-LEASE COMMITMENTS: 

At March 31, 1968, the Company and its subsidiaries were lessees under 
leases having minimum annual rentals totaling approximately $6,580,000 
plus, in some cases, increased amounts based on percentages of sales, and in 
certain instances, real estate taxes which are included as taxes in the accom¬ 
panying statements. Of these leases, 90% terminate within ten years and 
49% within five years. 

Substantially all leases terminate within fifteen years. No individual 
lease is deemed significant in relation to the enterprise as a whole, the highest 
annual rental being $120,000. 

Property rentals for the year ended March 31, 1968, were approximately 
$8,690,000. 
































ZALE CORPORATION AND SUBSIDIARIES 
10 YEAR SUMMARY OF PROGRESS 1959 - 1968 




RESULTS FOR YEARS ENDED MARCH 31* 1968 1967 1966 



Net sales. 


. . . $234,168,806 

$209,591,112 

$177,709,359 

Net income before federal income taxes. 


. . . $ 23,720,358 

$ 

19,812,100 

$ 

15,861,182 

Income taxes. 


. . . $ 9,536,000 

$ 

8,130,000 

$ 

6,302,002 

Net income before extraordinary item. 


. . . $ 14,184,358 

$ 

11,682,100 

$ 

9,559,180 

Extraordinary item. 


. . . $ 608,018 


— 


— 

Net income. 


. . . $ 14,792,376 

$ 

11,682,100 

$ 

9,559,180 

Cash dividends on preferred stock. 


. . . $ 195,989 

$ 

198,500 

$ 

198,528 

Net earnings applicable to common stock . 

Net income per share of common stock 


. . . $ 14,596,387 

$ 

11,483,600 

$ 

9,360,652 

Before extraordinary item. 


. . . $ 2.30 

$ 

1.94 

$ 

1.63 

After extraordinary item. 


... $ 2.40 





Net earnings as per cent of net sales. 


6.1 


5.6 


5.4 

Cash dividends per share of common stock. 


... $ .80 

$ 

.68 

$ 

.54 

Total cash dividends paid on common stock. 

Common shares outstanding 


. . . $ 2,778,128 

$ 

2,386,015 

$ 

1,959,595 

Average balance**. 


6,085,971 


5,918,134 


5,740,473 

At year end. 


6,204,615 


6,026,060 


5,860,781 

Current ratio. 


2.6 


2.8 


2.9 

Working capital. 


. . . $ 80,651,143 

$ 

70,349,948 

$ 

60,223,950 

Stockholders’ equity. 


... $ 85,900,296 

$ 

71,781,573 

$ 

60,859,606 

Stockholders’ equity per share of common stock. 


... $ 13.07 

$ 

11.09 

$ 

9.54 

Per cent return on stockholders’ equity for prior year .... 


19.8 


19.2 


18.3 

Capital expenditures. 


... $ 5,123,201 

$ 

3,873,671 

$ 

4,659,432 

Property, plant, and equipment—net. 


. . . $ 14,189,867 

$ 

11,902,437 

$ 

10,465,162 

Number of stores. 


762 


674 


604 

Number of employees. 


9,536 


8,674 


8,114 

Contribution to profit sharing fund. 


...$ 2,617,388 

$ 

2,081,784 

$ 

1,681,212 

Number of common stockholders. 


6,582 


6,248 


4,907 


*For years prior to 1965, data represent combination of March 31 fiscal year 
for Zale Corporation and January 31 fiscal year for the former Levine’s, Inc. 

**Based upon average shares outstanding during each year, adjusted for subsequent stock splits. 





























$135,111,029 

$117,038,978 

$107,224,850 

$93,661,911 

$83,782,760 

$80,388,012 

$66,612,861 

$ 

11,167,979 

$ 

9,046,567 

$ 

7,924,017 

$ 7,279,128 

$ 6,230,706 

$ 7,204,916 

$ 5,841,972 

$ 

4,072,403 

$ 

3,406,626 

$ 

3,123,532 

$ 2,981,488 

$ 2,722,009 

$ 3,387,899 

$ 2,671,657 

$ 

7,095,576 

$ 

5,639,941 

$ 

4,800,485 

$ 4,297,640 

$ 3,508,697 

$ 3,817,017 

$ 3,170,315 

$ 

7,095,576 

$ 

5,639,941 

$ 

4,800,485 

$ 4,297,640 

$ 3,508,697 

$ 3,817,017 

$ 3,170,315 

$ 

198,528 

$ 

198,528 

$ 

198,528 

$ 198,528 

$ 198,528 

$ 198,528 

$ 198,528 

$ 

6,897,048 

$ 

5,441,413 

$ 

4,601,957 

$ 4,099,112 

$ 3,310,169 

$ 3,618,489 

$ 2,971,787 

$ 

1.23 

$ 

.99 

$ 

.85 

$ .78 

$ .65 

$ .72 

$ .62 


5.3 


4.8 


4.5 

4.6 

4.2 

4.6 

4.8 

$ 

.48 

$ 

.42 

$ 

.40 

$ .33 

$ .33 

$ .33 

$ .33 

$ 

1,662,915 

$ 

1,427,529 

$ 

1,371,552 

$ 1,104,923 

$ 1,074,023 

$ 1,005,740 

$ 885,496 


5,618,423 


5,495,401 


5,382,680 

5,245,574 

5,116,336 

4,999,555 

4,824,013 


5,720,221 


5,593,694 


5,464,153 

5,355,223 

5,211,577 

5,083,765 

4,961,035 


2.5 


2.4 


2.3 

2.3 

2.5 

2.5 

3.6 

$ 45,161,198 

$ 

39,597,270 

$ 35,977,255 

$33,410,806 

$30,317,832 

$27,947,739 

$24,873,847 

$ 52,234,528 

$ 

45,869,504 

$ 41,096,050 

$37,542,682 

$33,757,876 

$31,175,151 

$27,685,358 

$ 

8.26 

$ 

7.31 

$ 

6.61 

$ 6.08 

$ 5.53 

$ 5.16 

$ 4.58 


15.5 


13.7 


12.8 

12.7 

11.3 

13.8 

12.6 

$ 

2,461,223 

$ 

2,360,453 

$ 

2,485,971 

$ 1,482,751 

$ 998,577 

$ 1,001,931 

$ 850,870 

$ 

7,713,694 

$ 

6,660,385 

$ 

5,567,286 

$ 4,118,621 

$ 3,433,158 

$ 3,218,875 

$ 2,808,035 


505 


440 


379 

299 

266 

214 

178 


6,278 


5,572 


5,064 

4,500 

3,975 

3,775 

3,400 

$ 

1,279,754 

$ 

970,194 

$ 

907,251 

$ 800,242 

$ 609,640 

$ 679,485 

$ 591,282 


3,982 


3,587 


2,576 

2,340 

2,251 

2,083 

1,682 




ZALE CORPORATION AND SUBSIDIARIES 
SOURCE AND APPLICATION OF FUNDS 


YEAR ENDED MARCH 31, 1968 


SOURCE OF FUNDS: 

Net income for year.$14,792,376 

Depreciation. 2,708,581 

Common stock issued to employees. 1,554,246 

Other. 566,119 

$19,621,322 


APPLICATION OF FUNDS: 

Cash dividends.$ 2,974,117 

Property and equipment. 4,996,010 

Increase in working capital.10,301,195 

Decrease in long-term debt. 1,350,000 

$19,621,322 


AUDITORS REPORT 

TOUCHE, ROSS, BAILEY & SMART 
DALLAS FEDERAL SAVINGS BUILDING 
DALLAS, TEXAS 75201 


Board of Directors and Stockholders 
Zale Corporation 
Dallas, Texas 

We have examined the accompanying consolidated balance sheet of Zale Corporation and subsidi¬ 
aries as of March 31, 1968, and the related statements of earnings, retained earnings, additional 
paid-in capital and source and application of funds for the year then ended. Our examination was 
made in accordance with generally accepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the financial statements referred to above present fairly the consolidated financial 
position of Zale Corporation and subsidiaries at March 31, 1968, and the consolidated results of 
their operations and the source and application of funds for the year then ended, in conformity 
with generally accepted accounting principles applied on a basis consistent with that of the preced¬ 
ing year. 

Certified Public Accountants 


May 9, 1968 
Dallas, Texas 
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M. E. Gimp 

Investments 

Dean P. Guerin 

President, Eppler, Guerin & Turner, Inc. 

Morris Levine 

President, Levine Department Store Division 

William Levine 

Chairman, Levine Department Store Division 

Harold S. Miner 
President, C.A.R.E. 
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ZALE CORPORATION DIVISIONS 


Zale Store Division 

Largest of the divisions, operating 397 
retail jewelry outlets under the name of 
Zale’s Jewelers in 37 states and Puerto Rico. 
Officers: 

Marvin Rubin, 

President 

Lew D. Zale, 

Executive Vice President-Marketing 

Burley Bullock, 

Senior Vice President 
Harry Landesman, 

Senior Vice President 

Selwyn Leeds, 

Senior Vice President 

Robert Mothner, 

Regional Vice President 

Bernard Shipper, 

Regional Vice President 

A1 Steinman, 

Regional Vice President 

Charles K. Lindley, 

Controller 

Fine Jewelers Guild Division 

Retailing unit with 83 stores handling a 
line of exclusive jewelry and geared to what 
is often called the “carriage trade.” 

Officers: 

Leo Fields, 

President 

Willis Cowlishaw, 

Executive Vice President 

Bert Curran, 

Vice President 

Leon Davis, 

Vice President 

Abe Fliegel, 

Vice President 

Gabe Hausmann, 

Vice President 
George Shelton, 

Vice President 


Sanford Wolfson, 

Vice President 

Nelda Shannon, 

Controller 

Leased Department Division 

Unit responsible for operation of 105 
leased jewelry departments in discount 
centers and department stores throughout 
the nation. 

Officers: 

Sherman Markman, 

President 

Jack Tassi, 

Vice President 

Skillern Drug Store Division 

Operator of 52 drug stores in the state 
of Texas. 

Officers: 

Sol Hirsch, 

President 

John Davidson, 

Vice President 

Jerry Padula, 

Vice President 

Levine Department Store Division 
Junior department store operation with 
121 stores in seven southwestern states— 
specializing in popular-price clothing for 
the family, linens and small appliances. 
Officers: 

William Levine, 

Chairman 

Morris Levine, 

President 

Harry Lipshy, 

Vice Chairman 

Sidney Weiss, 

Executive Vice President 

Bert Bernstein, 

Vice President and General Manager 

Louis Gold, 

Senior Vice President 

Lee Berg, 

Vice President 

Charles S. Cristol, 

Vice President 


W. G. Proctor, 

Vice President And Controller 

David Shoss, 

Vice President 

New York Operations Division 
Supply and distribution center for 
jewelry retailing divisions. Includes jewelry 
design and manufacture, diamond sorting, 
warehousing and shipment of merchandise 
to stores. 

Division Officers: 

Marvin Zale, 

President 

Irmin Finkelthal, 

Vice President 

Zale International Diamond Division 

Purchasing organization for the vast 
quantities of diamonds imported from 
many parts of the world. Also responsible 
for wholesale selling of diamonds not 
utilized in company’s own retail operations. 
Division Officers: 

Allen Ginsberg, 

President 

Jack Reigot, 

Vice President 

Commercial Marketing Division 
Comprising this unit are: 

SOUTHLAND DISTRIBUTORS, INC. 
TEXOMA WHOLESALE 
Bruce Lowery, 

Manager 

HARRY SUGERMAN, INC. 

Harry Sugerman, 

Chairman 

Charles Sugerman, 

President 

ZALE CORPORATION PREMIUM 
SALES 

Aaron Gerson, 

Sales Manager 






































































































